I Financing Higher Education for
Access and Success

Dennis P. Jones

Presented to the

ldaho Changing Directions Roundtable

Boise, Idaho
January 6, 2005

National Center for Higher Education Management Systems
P.O. Box 9752 Boulder, Colorado 80301-9752 (303) 497-0301 “ NCHEMS



I Financial Policy in Higher Education

Typically Consists of:

Myriad Separate Policies
Focused on Different Topics
Enacted at Different Times

By Different Policymaking Bodies
For Different Reasons

U

A Recipe for Contradiction and Confusion



I Key Components

An Effective Policy Environment Is One in
Which the Key Components Are Alignhed—
Mutually Reinforcing

B Planning and Priority Setting
® Finance

B Evaluation/Accountability



I The Management Cycle in a Public Institution

Resource
Allocation

Institution Institution




I State Policy Objectives

High Rates of High School Completion of Students
Who Have Taken an Academically Rigorous Curriculum

High Levels of College Participation of Both Recent
High School Graduates and Adult Learners

High Rates of College Degree Completion

High Levels of Degree Production in Selected Fields

An Economy That Employs a High Proportion of
College Graduates
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Six-Year Graduation Rates at Public Research Institutions,

2001 (Percent)
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Three-Year Graduation Rates at Public Two-Year Colleges

(Percent)
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Assoclate Degrees Awarded per 100 High School Graduates

Three Years Earlier, 2002
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Educational Attainment and Rank Among States—
Idaho, 2000 (Percent)

Age 18-24 with
High School Diploma

Age 25-64 with
High School Diploma

Age 25-64 with

Associate Degree 16th

Age 25-64 with
Bachelor’'s Degree or Higher

Age 25-64 with
Graduate or Prof. Degree

10 0

Source: U.S. Census Bureau
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Idaho Net Migration by Degree Level and Age Group

22-to 29-Year-Olds 30- to 64-Year-Olds

2,183 Less than High School .3,458

2,197 High School -6,579
3,475 Some College -8,729

il

-1,366 Associate I 1,685
-719 Bachelor’s - 5,642
|221 Graduate/Professional .3,704
I - oo Total I -
-2,600 O 2,060 4,060 6,060 8,060 O 10,600 20,600 30,600

Source: U.S. Census Bureau, 2000 Census; 5% Public Use Microdata Sample (PUMS) Files
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The Flow of Funds

Student Aid

Appropriations/Grants

Tuition
Students Institutions

Scholarships &
Waivers

Student Aid (Restricted) Research and Other Grants (Restricted)
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The Flow of Funds
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Change in Resident Undergraduate Student Charges and
State Appropriations, Public Colleges and Universities,
1990-91 to 2001-02
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Total Funding Per Full-Time Equivalent Student
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Average Loan Amount Students Borrow Each Year,

2003
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Proportion of High School Graduates with Median Family
Income Less than $50,000—2001

Montana 65.31
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Utah 48.52
Washington 47.62
0 25 50 75

Source: Knocking at the College Door, Projections of High School Graduates by State, Income, and Race/Ethnicity
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Percentage of Pell Grants at Institution Equals
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I Alignment of Policies

Regarding:
B Appropriations to Institutions
B Tuition and Fees
B State Student Financial Aid

B |nstitutional Student Financial Aid
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The Flow of Funds

Economy

State and Local
Government

Student Aid Appropriations/Grants

Tuition
Students Institutions
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Student Aid
(Restricted)

Federal

Government
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I The Two Purposes of State Funding Policy

B Build Core Capacity—General Purpose
Funding

B Promote Capacity Utilization Around State
Priorities—Special Purpose Funding
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Finance Policy—The Options

Core Capacity

Capacity
Utilization/
Public Agenda

Institution
Focused

Student
Focused

B Base-Plus

Tuition and Aid Policy

B Formulas
Focused on
® Investment Revenue Generation
Funds
Tuition and Aid Policy
Focused on Attainment
Performance of Specified Outcomes
Funding B Need-Based

B Merit-Based
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I Basic Questions at State Level

B How Much to Allocate

B To Which Recipients—Students or
Institutions

B Using Which Mechanisms

40



I Funding to Institutions—Core Capacity

B Base-Plus
B Formulas

B |Investment Funds
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Func

Ing to Students—Core Capacity—

Reve

nue Generation

Base Institutional Tuition
Mandatory Fees
Out-of-State Tuition
Differential Tuition

Scholarships and Fellowships
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I Funding Institutions—Capacity Utilization

B Performance Funding
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I Funding Students—Capacity Utilization

B Need-Based Aid

B Merit-Based Aid
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Relationships Between “Need-Based’” and
“Merit-Based” Aid

Need-Based Merit-Based
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I Conclusions

Cost-Effective Policy Requires:

B Clear Understanding of Priorities
B Creation/Maintenance of Necessary Capacity

B Alignment of Policies Concerning:
» |Institutional Support
» Tuition and Fees
» State Student Financial Aid
» Institutional Student Financial Aid
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I Achieving Alignment

B No Simple Answers

B Shared Information About Key Factors Is
Crucial

» Adequacy of Institutional Funding
» Affordabllity to Students

» Avallability of State Funding

(continued)
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I Achieving Alignment (cont.)

B Common Interpretation Is Similarly Crucial
» Institutional Funding Is Adequate/Inadequate
» Cost of Attendance Is Affordable/Unaffordable

» State Resources Will Be Avallable/Unavailable

B Develop an Overall Strategy that Fits the
Circumstances

B Develop “Compacts” Between State and
Institutions
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